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(e) Effective/applicability date. This
section applies to any request for re-
turn of wrongfully levied property that
is filed after August 20, 2007.

[T.D. 9344, 72 FR 39739, July 20, 2007]

§301.6343-3 Return of property in cer-
tain cases.

(a) In general. If money has been lev-
ied upon and applied toward the tax-
payer’s liability, or property has been
levied upon and sold, and the receipts
have been applied toward the tax-
payer’s liability, or property has been
levied upon and purchased by the
United States and the United States
still possesses the property, and the
Commissioner determines that any of
the conditions in paragraph (c) of this
section exist, the Commissioner may
return—

(1) An amount of money equal to the
amount of money levied upon;

(2) An amount of money equal to the
amount of money received by the
United States from a sale of the prop-
erty; or

(3) The specific property levied upon
and purchased by the United States.

(b) Return of levied upon property in
possession of the Internal Revenue Service
(IRS) pending sale under Ssection 6335.
Other than as provided in §301.6343-1(b)
or in paragraph (d) of this section, the
Commissioner, in his or her discretion,
may return levied upon property that
is in the possession of the United
States pending sale under section 6335.

(c) Conditions authorizing the return of
property. The Commissioner may re-
turn property upon determining that
one of the following conditions exist:

(1) Premature or not in accordance with
administrative procedures. The levy was
premature or otherwise not in accord-
ance with the administrative proce-
dures of the Secretary.

(2) Installment agreement. Subsequent
to the levy, the taxpayer enters into an
agreement under section 6159 to satisfy
the liability for which the levy was
made by means of installment pay-
ments. If, however, the agreement spe-
cifically provides that already levied
upon property will not be returned
under section 6343(d), the Commis-
sioner may not grant a request for re-
turn of property under this paragraph
(€)(2).
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(3) Facilitate collection. The return of
property will facilitate the collection
of the tax liability for which the levy
was made.

(4) Best interests of the United States
and the taxpayer—(i) In general. The
taxpayer or the National Taxpayer Ad-
vocate (or his or her delegate) has con-
sented to the return of property, and
the return of property would be in the
best interest of the taxpayer, as deter-
mined by the National Taxpayer Advo-
cate (or his or her delegate), and in the
best interest of the United States, as
determined by the Commissioner.

(ii) Best interest of the taxpayer. The
National Taxpayer Advocate (or his or
her delegate) generally will determine
whether the return of property is in the
best interest of the taxpayer. If, how-
ever, a taxpayer requests the Commis-
sioner to return property and has not
specifically requested the National
Taxpayer Advocate (or his or her dele-
gate) to determine the taxpayer’s best
interest, a finding by the Commis-
sioner that the return of property is in
the best interest of the taxpayer will
be sufficient to support the return of
property. Only the National Taxpayer
Advocate (or his or her delegate) may
determine that a return of property is
not in the best interest of the tax-
payer.

(5) Examples. The following examples
illustrate the provisions of this para-
graph (c):

Example 1. A owes $1,000 in Federal income
taxes. The IRS levies on a broker with re-
spect to a money market account belonging
to the taxpayer and receives payment from
the broker which it applies to the taxpayer’s
outstanding liability. However, the IRS
failed to follow procedure provided by the In-
ternal Revenue Manual (but not required by
statute) with regard to managerial approval
prior to the making of the levy. The Com-
missioner may return an amount of money
equal to the amount of money the IRS levied
upon and applied toward the taxpayer’s tax
liability.

Example 2. B owes $1,000 in Federal income
taxes. The IRS levies on a bank with respect
to a savings account belonging to the tax-
payer and receives funds from the bank,
which it applies to the taxpayer’s liability.
Subsequent to the levy, B enters into an in-
stallment agreement, under which B will pay
timely installments to satisfy the entire li-
ability. The installment agreement does not
by its terms preclude the return of levied
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upon property. The revenue officer verifies
that B is financially capable of paying the
entire liability, including accruals, in the
agreed-upon installment payments. The
Commissioner may return an amount of
money equal to the amount of money levied
upon and applied toward the taxpayer’s li-
ability.

Example 3. C owns a house that is deterio-
rating and in unsalable condition. C is in the
process of renovating the house for sale when
the IRS levies upon C’s bank account for the
payment of a $20,000 outstanding Federal tax
liability and receives funds in the amount of
$3,000, which it applies toward C’s liability. A
notice of federal tax lien is the only lien
encumbrancing the house. C requests that an
amount of money equal to the amount seized
from the bank account be returned so that C
can complete the renovations on the house.
Without the funds, C will be unable to com-
plete the renovations and sell the house.
Upon examination, the Commissioner deter-
mines that the IRS will be able to collect the
entire tax liability if C’s house is restored to
salable condition. If the National Taxpayer
Advocate, or the Commissioner in lieu of the
National Taxpayer Advocate, determines
that the return of the seized money is in the
taxpayer’s best interest, the Commissioner
may return an amount of money equal to the
amount seized from the bank account, in the
best interest of the taxpayer and the United
States.

(d) Best Interests of the United States
and the taxpayer to release levy and re-
turn of property where levy made in viola-
tion of law—(1) In general. If the IRS
makes a levy in violation of the law, it
is in the best interests of the United
States and the taxpayer to release the
levy and the IRS will return to the tax-
payer any property obtained pursuant
to the levy. For example, the IRS will
release the levy and return the tax-
payer’s property if the levy was made—

(i) Without giving the requisite thir-
ty-day notice of the right to a hearing
under section 6330;

(ii) During the pendency of a pro-
ceeding for refund of divisible tax in
violation of section 6331(i);

(iii) Before investigation of the sta-
tus of levied upon property in violation
of section 6331(j);

(iv) During the pendency of an offer-
in-compromise in violation of section
6331(k)(1); or

(v) During the period an offer to
enter into an installment agreement is
pending (or for 30 days following the re-
jection of an offer, or, if the rejection
is timely appealed, during the period
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that the appeal is pending) or during
the period an installment agreement is
in effect (or during the 30 days fol-
lowing a termination or, if a timely ap-
peal of termination is filed, during the
period the appeal is pending) in viola-
tion of section 6331(k)(2).

(2) Property may not be credited to out-
standing liability without the taxpayer’s
permission. When the release of a levy
and the return of property are required
under this paragraph (d), the property
or the proceeds from the sale of the
property received by the IRS pursuant
to the levy must be returned to the
taxpayer unless the taxpayer requests
otherwise. The property or proceeds of
sale may not be credited to any out-
standing tax liability of the taxpayer,
including the one with respect to which
the IRS made the levy, without the
written permission of the taxpayer.

(e) Time of return. Levied upon prop-
erty in possession of the IRS (other
than money) may be returned under
paragraphs (¢) and (d) of this section at
any time. An amount of money equal
to the amount of money levied upon or
received from a sale of property may be
returned at any time before the expira-
tion of 9 months from the date of the
levy. When a request for the return of
money filed in accordance with para-
graph (h) of this section is filed before
the expiration of the 9-month period,
or a determination to return an
amount of money is made before the
expiration of the 9-month period, the
money may be returned within a rea-
sonable period of time after the expira-
tion of the 9-month period if additional
time is necessary for investigation or
processing.

(f) Purchase by the United States. For
purposes of paragraph (a)(2) of this sec-
tion, if property is declared purchased
by the United States at a sale pursuant
to section 6335(e)(1)(C), the TUnited
States will be treated as having re-
ceived an amount of money equal to
the minimum price determined by the
Commissioner before the sale.

(g) Determinations by the Commis-
sioner. The Commissioner must deter-
mine whether any of the conditions au-
thorizing the return of property exists
if a taxpayer submits a request for the
return of property in accordance with
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paragraph (h) of this section. The Com-
missioner also may make this deter-
mination independently. If the Com-
missioner determines that conditions
authorizing the return of property are
not present, the Commissioner may not
authorize the return of property. If the
Commissioner determines that condi-
tions authorizing the return of prop-
erty are present, the Commissioner
may (but is not required to, unless the
reason for the return of property is
that the levy was made in violation of
law and is governed by paragraph (d) of
this section) authorize the return of
property. If the Commissioner decides
independently to return property under
paragraph (c)(4) of this section based
on the best interests of the taxpayer
and the United States, the taxpayer or
the National Taxpayer Advocate (or his
or her delegate) must consent to the
return of property.

(h) Procedures for request for the return
of property—(1) Manner. A request for
the return of property must be made in
writing to the address on the levy
form.

(2) Form. The written request must
include the following information—

(i) The name, current address, and
taxpayer identification number of the
person requesting the return of money
(or property purchased by the United
States);

(ii) A description of the property lev-
ied upon;

(iii) The date of the levy; and

(iv) A statement of the grounds upon
which the return of money is being re-
quested (or property purchased by the
United States).

(i) No interest. No interest will be paid
on any money returned under this sec-
tion.

(j) Administrative collection upon de-
fault. If the Commissioner returns
property under this section, and the
taxpayer fails to pay the previously as-
sessed liability for which the levy was
made on the returned property, the
Commissioner may administratively
collect the liability. Collection may in-
clude levying again on the returned
property as long as statutory and ad-
ministrative requirements are fol-
lowed.
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(k) Effective date. This section is ap-
plicable on July 14, 2005.

[T.D. 9213, 70 FR 40670, July 14, 2005]

§301.6361-1 Collection and adminis-
tration of qualified taxes.

(a) In general. In the case of any
State which has in effect a State agree-
ment (as defined in paragraph (a) of
§301.6361-4), the Commissioner of Inter-
nal Revenue shall collect and admin-
ister each qualified tax (as defined in
paragraph (b) of §301.6361-4) of such
State. No fee or other charge shall be
imposed upon any State for the collec-
tion or administration of any qualified
tax of such State or any other State. In
any such case of collection and admin-
istration of qualified taxes, the provi-
sions of subtitle F (relating to proce-
dure and administration), subtitle G
(relating to the Joint Committee on
Taxation), and chapter 24 (relating to
the collection of income tax at source
on wages), and the provisions of regula-
tions thereunder, insofar as such provi-
sions relate to the collection and ad-
ministration of the taxes imposed on
the income of individuals by chapter 1
(and the civil and criminal sanctions
provided by subtitle F, or by title 18 of
the United States Code (relating to
crimes and criminal procedure), with
respect to such collection and adminis-
tration) shall apply to the collection
and administration of qualified taxes
as if such taxes were imposed by chap-
ter 1, except to the extent that the ap-
plication of such provisions (and sanc-
tions) are modified by regulations
issued under subchapter E (as defined
in paragraph (d) of §301.6361-4). Any ex-
tension of time which is granted for
the making of a payment, or for the fil-
ing of any return, which relates to any
Federal tax imposed by subtitle A (or
by subtitle C with respect to filing a
return) shall constitute automatically
an extension of the same amount of
time for the making of the cor-
responding payment or for the filing of
the corresponding return relating to
any qualified tax.

(b) Returns of qualified taxes. Every
individual, estate, or trust which has
liability for one or more qualified taxes
for a taxable year—

(1) Shall file a Federal income tax re-
turn at the time prescribed pursuant to
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